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SUBJECT: EXPORT TAX REDUCED ON COEFEE 
REE: A-03 DATED 1/8/74 

1. ON JANUARY 21, 1974, THE NATIONAL GOVERNING COUNCIL 
SIGNED A DECREE WHICH MODIFIED THE COLLECTION OF THE 
EXPORT TAX ON COEFEE AS EOLLOWS: QUOTE FOR THE COLLECTION 
OF THE 10 PERCENT EXPORT TAX ON COFFEE FROM THE 1973/74 
CROP FROM NOW ON THE AVERAGE STANDARD PRICE WILL BE 
CONSIDERED TO BE U.S. $40 PER CWT, NET FOB AND THE TAX 

WILL BE PAID ON THAT BASIS. END QUOTE. 

2. AS EMBASSY REPORTED IN REEAIR, COEFEE GROWERS HAD 
PETIONED "EQUAL TREATMENT" WITH OTHER COMMODITY EXPORTS 
IN LATE DECEMBER. BY TAXING COFEEE AT AN IMPUTED VALUE 

OF U.S. $40 PER CWT WHEN THE ACTUAL PRICE IS U.S. $65 PLUS, 

THE GOVERNMENT DROPS THE EFEECTIVE TAX RATE FROM 10 TO 
6 PERCENT. THIS BRINGS COFEEE ROUGHLY IN LINE WITH 
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YEAR WERE ESTABLISHED AT U.S. $.30 AND .68 CENTS PER 
POUND RESPECTIVELY EOR ADMINISTRATIVE CONVENIENCE. 

ALTER THE IMPUTED PRICES WERE ESTABLISHED, ACTUAL PRICES 
ROSE SHARPLY FOR THOSE COMMODITIES AND IT APPEARS THAT 
THEIR EEEECTIVE TAX RATE IN 1974 WILL PROBABLY RANGE 
BETWEEN 6 AND 8 PERCENT, DEPENDING ON PRICE VARIATIONS. 

IN EEEECT, THE GON APPEARS TO HAVE LOWERED THE RATE ON 
COEEEE RATHER THAN RAISE THE RATES ON COTTON AND MEAT. 
SUGAR, WHICH IS EXPORTED ALMOST EXCLUSIVELY BY THE BELLAS 
AND SOMOZA FAMILIES, CONTINUES TO PAY THE 10 PERCENT ON 
THE LULL EOB MARKET PRICE. 

3. COMMENT: THE LOWER EFEECTIVE RATE DOES NOT MEAN 
THAT EMERGENCY EXPORT TAX COLLECTIONS WILL DECLINE IN 
ABSOLUTE TERMS IN 1974. IN EACT, EXPECTED SUBSTANTIAL 
VOLUME INCREASES IN COTTON AND, TO LESSER EXTENT, MEAT 
EXPORTS SHOULD INCREASE OVERALL EXPORT TAX RECEIPTS OVER 
THE U.S. $17 TO 18 MILLION COLLECTED IN 1973. THE GON 
APPARENTLY DECIDED TO TAKE ADVANTAGE OE AN UNUSUAL 
SITUATION WHICH PERMITS IT TO SIMULTANEOUSLY INCREASE 
REVENUES AND GIVE TAX RELIEE TO THE POWERFUL AGRICULTURAL 
SECTOR DURING AN ELECTION YEAR. 

SHELTON 
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